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ARMEN, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in

ef fect when the petition was filed.! The decision to be entered

1 Unl ess otherwi se indicated, all subsequent section
references are to the Internal Revenue Code in effect for 2000,
the taxable year in issue, and all Rule references are to the Tax
Court Rules of Practice and Procedure. All nonetary anounts are
rounded to the nearest dollar.
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is not reviewable by any other court, and this opinion should not
be cited as authority.

Pursuant to the provisions of section 6015, petitioner
submtted to respondent an adm nistrative request for relief from
Federal inconme tax liabilities for the taxable year 2000.
Respondent determ ned that petitioner is not entitled to relief
fromjoint and several liability for $15,044 of unpaid Federal
income tax, penalties, and interest for 2000 under section
6015(f). Petitioner tinely filed a petition with this Court
under section 6015(e) (1) for review of respondent’s
determ nati on

The sole issue for decision is whether respondent abused his
di scretion in denying petitioner relief fromjoint and several
l[Tability under section 6015(f). W hold that he did not.

Backgr ound

Sone of the facts have been stipulated, and they are so
found. W incorporate by reference the parties’ stipulation of
facts and acconpanyi ng exhibits.

At the tinme that the petition was filed, petitioner resided
in Moresville, North Carolina.

Petitioner and Tracy B. Puckett (M. Puckett) were married
in 1987. Petitioner and M. Puckett began naintaining separate

residences in May 2000 and were legally separated in April 2002.
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Their separation agreenent, dated March 12, 2002, stated, in
pertinent part:

The parties currently owe the I RS approximately

$11, 000. 00 due to Husband's failure to pay his Soci al

Security tax. Husband agrees that he shall be solely

responsible for the said debt to the IRS and that he

shal|l pay the debt to the IRSin a tinely fashion and

as determ ned by the IRS.

Petitioner and M. Puckett were divorced in March 2003. They
have one son, who is hearing inpaired and resides with
petitioner. Petitioner was not abused by M. Puckett.

During 2000, petitioner worked part-tinme as a nurse for
Novant Heal th Corporate Presbyterian Hospital. Petitioner earned
wages of $4,206 fromwhich $44 was wi thhel d as Federal incone
t ax.

During 2000, petitioner also operated a retail clothing
busi ness known as Ensenbles, Inc. (Ensenbles). She and M.
Puckett were joint owners of Ensenbles, through an S corporation
that they organi zed in August 1999. During 2000, Ensenbl es
i ncurred substantial |osses and eventually closed for business in
June 2001

M. Puckett was al so self-enployed as a consultant for
Crothall Health Care, Inc., during 2000. In 2000, he nade
estimated tax paynments of $38 and reported a net profit of
$62,936 on Schedule C, Profit or Loss From Business.

During 2000, petitioner and M. Puckett maintained joint

checki ng and savi ngs accounts into which they deposited their
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salary and fromwhich they paid household bills and sone busi ness
bills. Petitioner had conplete access to the joint accounts,
reviewed nonthly bank statenents, and bal anced the joint
checkbook to the bank statenents.

Petitioner and M. Puckett filed for bankruptcy under
chapter 7 of the Bankruptcy Code on Cctober 4, 2001, and they
recei ved a discharge on February 14, 2002.

On Cctober 29, 2001, petitioner and M. Puckett filed a
del i nquent joint Federal income tax return for the taxable year
2000 reporting tax due of $10,027.2 The anpbunt due was solely
attributable to M. Puckett’s incone cal cul ated as an $8, 893
self-enploynent tax liability plus an $823 tax on an i ndi vi dual
retirement account distribution. They did not remt paynent with
their return.

On Novenber 26, 2001, respondent assessed the tax, |ess
i ncone tax w thholding and estinmated tax paynments, plus the
applicable penalties and interest.

Petitioner submtted to respondent Fornms 8857, Request for
| nnocent Spouse Relief, dated Septenber 13, 2002, and Novenber 6,
2002. On June 3, 2003, respondent’s Exam nation D vision denied

petitioner’s request for relief fromjoint and several liability.

2 On the return, petitioner and M. Puckett reported total
tax of $9,716 on line 57 and total paynments of $44 on |ine 65.
The return also reported an “estimted tax penalty” in the anount
of $355.



- 5 -
On July 9, 2003, petitioner appealed to respondent’s Appeal s
O fice on the grounds that she filed jointly to | ower M.
Puckett’s tax liability and wth the understanding that M.
Puckett woul d pay the tax ow ng.

On Novenber 3, 2004, respondent issued a Notice O
Det erm nati on Concerni ng Your Request For Relief Under The
Equitable Relief Provision OF Section 6015(f). In the notice,
respondent determned (1) that petitioner failed to neet her
burden of establishing that she had a reasonabl e belief that the
taxes would be paid tinely and (2) that petitioner failed to
establish that she would suffer an econom c hardship if she were
required to pay sone or all of the tax.

Petitioner filed an inperfect petition, foll owed by an
amended petition, contesting respondent’s determnation.® The
anended petition stated:

The debt was due to ny ex-husband not paying his social

security taxes. | had been instructed by ny accountant

to sign a joint tax return even though |I was separated
frommy ex-husband in an attenpt to “help wth divorce
rel ations” by |lowering the anount he owed. And al so

told I would not be held responsible. | was then told

by themto file an innocent spouse formwhich a forner
| RS caseworker told nme 2 nonths ago “never works”.

8 M. Puckett did not file a Notice of Intervention under
Rul e 325(b). He did, however, file a statement with respondent’s
Appeals Ofice stating that he was assured by both his accountant
and his wife that there would not be any taxes due for 2000
because of the |l osses related to his wife' s business.
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Di scussi on

As a general rule, spouses filing a joint Federal incone tax
return are jointly and severally liable for all taxes shown on
the return or found to be owing. Sec. 6013(d)(3). Section 6015,
however, provides relief fromjoint and several liability to
certain taxpayers under certain circunstances. Section 6015
enconpasses three types of relief: (1) Section 6015(b)(1)
provides full or apportioned relief fromjoint and several
liability; (2) section 6015(c) provides proportionate tax relief
to divorced or separated taxpayers; and (3) section 6015(f)
provides equitable relief fromjoint and several liability in
certain circunstances if neither section 6015(b) nor section
6015(c) is avail able.

In the instant case, petitioner requested relief under
section 6015(f) fromliability for the tax reported on the 2000
return but not paid when the return was filed. Respondent
determ ned that petitioner was not entitled to the requested
relief.

We review respondent’s denial of equitable relief to
petitioner after a trial de novo and under an abuse of discretion

standard. Ewing v. Conm ssioner, 122 T.C. 32 (2004); Cheshire v.

Comm ssi oner, 115 T.C. 183, 198 (2000), affd. 282 F.3d 326 (5th

Cir. 2002); Butler v. Conm ssioner, 114 T.C 276, 292 (2000).

Petitioner bears the burden of proving that respondent’s deni al
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of equitable relief under section 6015(f) was an abuse of

discretion. Rule 142(a); At v. Conmm ssioner, 119 T.C 306, 311

(2002), affd. 101 Fed. Appx. 34 (6th Cr. 2004); Jonson v.
Conm ssi oner, 118 T.C 106, 113 (2002), affd. 353 F.3d 1181 (10th

Cr. 2003). Petitioner nmust denonstrate that respondent
exercised his discretion arbitrarily, capriciously, or wthout

sound basis in fact or law. Jonson v. Conmni ssioner, supra at

125; Wodral v. Conm ssioner, 112 T.C 19, 23 (1999).

Section 6015(f) provides:

SEC. 6015(f). Equitable Relief.--Under procedures
prescribed by the Secretary, if--

(1) taking into account all the facts
and circunstances, it is nequitable to hold

the individual liable for any unpaid tax or
any deficiency (or any portion of either);
and

(2) relief is not available to such
i ndi vi dual under subsection (b) or (c),

the Secretary may relieve such individual of such
liability.

As directed by section 6015(f), the Comm ssioner has
prescribed procedures to be used in determ ning whether the
requesting spouse qualifies for relief fromjoint and several
liability under section 6015(f). As applicable to the present
case, these procedures are set forth in Rev. Proc. 2000-15, 2000-

1 C.B. 447.% The requesting spouse nmust satisfy seven conditions

4 Rev. Proc. 2003-61, 2003-2 C. B. 296, which supersedes
(continued. . .)
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(threshold conditions) before the Comm ssioner will consider a
request for relief under section 6015(f). Rev. Proc. 2000-15,
sec. 4.01, 2000-1 C.B. at 448. Respondent agrees that in this
case those threshold conditions are satisfied.

Where the requesting spouse satisfies the threshold
conditions, Rev. Proc. 2000-15, sec. 4.02(1), 200-1 C B. at 448,
sets forth the circunstances under which respondent wl|
ordinarily grant relief under section 6015(f) in a case |like the
i nstant case where a liability is reported on a joint return but
not paid. Relief under section 6015(f) will ordinarily be
granted if all of the following elenents are satisfied:

(a) At the tine relief is requested, the

requesti ng spouse * * * has not been a nenber of the

sanme househol d as the nonrequesting spouse at any tine

during the 12-nonth period ending on the date relief

was request ed;

(b) At the tine the return was signed, the

requesti ng spouse had no know edge or reason to know

that the tax would not be paid. The requesting spouse

nmust establish that it was reasonable for the

requesti ng spouse to believe that the nonrequesting
spouse would pay the reported liability. * * *; and

4(C...continued)
Rev. Proc. 2000-15, 2000-1 C. B. 447, is effective for requests
for relief under sec. 6015(f) filed on or after Nov. 1, 2003, and
for requests for such relief pending on, and for which no
prelimnary determ nation |letter had been issued as of, that
date. Rev. Proc. 2003-61, sec. 7, 2003-2 C.B. at 297. Rev.
Proc. 2003-61, supra is not applicable in the instant case
because (1) petitioner filed her request for relief on Sep. 8,
2002, and (2) respondent issued a prelimnary determ nation on
June 3, 2003.
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(c) The requesting spouse will suffer economc
hardship if relief is not granted. For purposes of

this section, the determ nation of whether a requesting

spouse wi Il suffer econom c hardship will be made by

t he Comm ssi oner or the Conm ssioner’s del egate, and

W Il be based on rules simlar to those provided in

section 301.6343-1(b)(4) of the Regul ations on

Procedure and Adm nistration.

Rev. Proc. 2000-15, sec. 4.02(1), 2000-1 C.B. at 448.

I n cases where the threshold conditions have been satisfied,
but the requesting spouse does not qualify for relief under Rev.
Proc. 2000-15, sec. 4.02(1), 2000-1 C. B. at 448, equitable relief
may be granted under section 6015(f) if, taking into account al
facts and circunstances, it is inequitable to hold the requesting
spouse |iable. Rev. Proc. 2000-15, sec. 4.03, 2000-1 C.B. at
448- 449.

Rev. Proc. 2000-15, sec. 4.03, 2000-1 C.B. at 448-449, lists
several nonexclusive factors that the Conm ssioner will consider
in determning eligibility for equitable relief under section
6015(f). “No single factor will be determ native of whether
equitable relief will or will not be granted in any particul ar
case. Rather, all factors will be considered and wei ghed
appropriately.” Rev. Proc. 2000-15, sec. 4.03, 2000-1 C B. at
448.

The nonexclusive |list of factors that the Conm ssioner wll
consider as weighing in favor of granting relief includes: (1)

The requesting spouse is separated or divorced fromthe

nonr equesti ng spouse; (2) the requesting spouse would suffer
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econom ¢ hardship if relief is denied; (3) the requesting spouse
was abused by the nonrequesting spouse; (4) the requesting spouse
di d not know or have reason to know that the reported liability
woul d be unpaid; (5) the nonrequesting spouse has a | egal
obligation pursuant to a divorce decree or agreenent to pay the
unpaid liability;® and (6) the unpaid liability is attributable
solely to the nonrequesting spouse. See Rev. Proc. 2000-15, sec.
4.03(1), 2000-1 C.B. at 448.

The nonexclusive list of factors that the Conmm ssioner wl|
consi der as wei ghing against granting relief includes: (1) The
unpaid liability is attributable to the requesting spouse; (2)

t he requesti ng spouse knew or had reason to know at the tine the
return was signed that the reported liability woul d be unpai d;

(3) the requesting spouse significantly benefited (beyond nornal
support) fromthe unpaid liability; (4) the requesting spouse
w Il not suffer economc hardship if relief is denied; (5) the
requesti ng spouse has not nmade a good faith effort to conply with
Federal inconme tax laws in the tax years following the tax year
to which the request for relief relates; and (6) the requesting

spouse has a |l egal obligation pursuant to a divorce decree or

5 According to the revenue procedure, however, “This will
not be a factor weighing in favor of relief if the requesting
spouse knew or had reason to know, at the tinme the divorce decree
or agreenent was entered into, that the nonrequesting spouse
woul d not pay the liability.” Rev. Proc. 2000-15, sec.
4.03(1)(e), 2000-1 C. B. at 449.
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agreenent to pay the unpaid liability. See Rev. Proc. 2000-15,
sec. 4.03(2), 2000-1 C. B. at 449.

For reasons to be discussed, we conclude that petitioner
does not qualify for relief under section 4.02 or 4.03 of the
revenue procedure. In order to streanline our discussion, we
shal | focus exclusively on the factors enunerated in section 4.03
of the revenue procedure. That discussion, however, w ||l nake
apparent why petitioner fails to qualify for relief under either
section of the revenue procedure.

A. Neutral Factors

We consider many of the factors to be neutral, weighing
neither in favor of nor against granting petitioner relief.

1. Abuse

Petitioner was not abused by M. Puckett. Lack of spousal
abuse is not a factor listed in Rev. Proc. 2000-15, sec. 4.03(2),
2000-1 C. B. at 449, that weighs against granting relief.

Therefore, this factor is neutral. See Washi ngton v.

Comm ssioner, 120 T.C 137, 149 (2003).

2. Conpli ance Wth Federal |ncone Tax Laws

Respondent concedes that petitioner has conplied with her
incone tax filing requirenents. This factor does not weigh in

favor of or against granting relief to petitioner.



3. Si gni fi cant Benefit

There is no evidence that petitioner significantly benefited
beyond normal support fromthe unpaid liability. Therefore, this
factor is neutral.

B. Factors Weighing in Favor of Granting Reli ef

1. Marital Status

Petitioner and M. Puckett began |iving apart and separate
fromeach other in August 1999. They were legally separated in
April 2002 and divorced in March 2003. Consequently, this factor
wei ghs in favor of granting relief to petitioner.

2. Attributable to Nonrequesting Spouse

Respondent concedes that the liability for which relief is
sought is solely attributable to M. Puckett. This factor weighs
in favor of granting relief to petitioner.

C. Fact ors Wei ghi ng Agai nst Granting Reli ef

1. Know edge or Reason To Know

The rel evant know edge in the case of a reported but unpaid
liability is whether when the return was signed, the taxpayer
knew or had reason to know “that the tax would not be paid.”

VWashi ngton v. Commi ssioner, supra; Rev. Proc. 2000-15, sec.

4.03(1)(b), 2000-1 C.B. at 449. Accordingly, we must consider
whet her, “taking into account all the facts and circunstances”,
sec. 6015(f) (1), petitioner knew or had reason to know that M.

Puckett woul d not pay the tax shown as due on the return.
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Respondent contends that petitioner knew or had reason to
know that the tax liability would not be paid. |In support of his
contention, respondent asserts: (1) Petitioner and M. Puckett
filed for bankruptcy 1 week before signing their return; (2) when
petitioner signed the return, she had constructive know edge of
the tax liability shown on the return; and (3) because of their
financial difficulties, petitioner knew that M. Puckett would
not pay the tax liability.

Havi ng observed petitioner’s appearance and deneanor at
trial, we find her testinony to be honest, forthright, and
credi ble. W conclude, however, that petitioner had reason to
know that M. Puckett would not pay the liability reported on the
2000 return. Petitioner testified at trial that she knew when
she signed the return that it reported a bal ance due and that no
paynment was remtted with the return. She asserts, however, that
she was urged by her accountant to execute the return because “it
makes for better divorce relations if | [petitioner] sign jointly
and it wll reduce the amount he [ M. Puckett] owes”. Petitioner
further asserts that if she had known she would be liable for M.
Puckett’s unpaid tax liability, she would not have filed a joint
return. Notw thstandi ng, however, petitioner admtted that she
probably knew that there was a good chance M. Puckett was not
going to pay the tax liability and that she “definitely didn’t

care how he was going to pay it.” |Indeed, petitioner admtted
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that she hel ped M. Puckett pay a previous tax liability fromhis
previ ous nmarriage.
Accordingly, this factor weighs against granting relief to
petitioner.

2. Nonr equesti ng Spouse’'s Legal bligation

Petitioner’s and M. Puckett’s March 2002 separation
agreenent placed the legal obligation to pay the unpaid 2000 tax
l[iability exclusively on M. Puckett.

Respondent asserts, however, that this will not be a factor
wei ghing in favor of relief if petitioner knew or had reason to
know, at the tinme that the separation agreenent was entered into,
that M. Puckett would not pay the tax liability. See Rev. Proc.
2000-15, sec. 4.03(1)(e), 2000-1 C.B. at 449. Respondent argues
that petitioner had reason to know, at the time the separation
agreenent was entered into, that M. Puckett would not pay the
tax liability because, inter alia, they had received a discharge
i n bankruptcy on Cctober 4, 2001. W agree.

As di scussed above, after their discharge in bankruptcy,
petitioner and M. Puckett filed their return on Cctober 29,
2001, reporting a tax due. They did not remt paynent. At the
tinme they executed their separation agreenent, the 2000 tax
l[iability remai ned unpaid. Moreover, petitioner knew that M.
Puckett had a delinquent tax liability fromhis previous

marri age.
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Consequently, this factor wei ghs against granting relief to
petitioner.

3. Econom ¢ Har dship

Respondent contends that petitioner does not satisfy the
econom ¢ hardship test because she admtted that she is able to
pay her reasonable basic |iving expenses with her incone.
Respondent further contends that petitioner failed to submt any
docunent ati on of her nonthly expenses to support her contention
t hat she woul d suffer econom c hardship.

Petitioner admtted at trial that she told the Appeals
of ficer that her incone was sufficient to nmeet her reasonable
living all owances. @G ven that adm ssion, and in the absence of
docunentation to the contrary, the record does not support a
finding that petitioner will suffer econom c hardship if she is
not relieved fromjoint and several liability.

Consequently, this factor weighs against granting relief to
petitioner.

D. Concl usi on

After considering all of the facts and circunstances, we
find that it would not be inequitable to hold petitioner |iable
for paynment of the outstanding liability. Thus, we hold that
respondent did not abuse his discretion in denying petitioner
equitable relief fromjoint and several liability under section

6015(f).



- 16 -
Revi ewed and adopted as the report of the Small Tax Case
Di vi si on.
To reflect the foregoing,

Deci sion will be entered

for respondent.




